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At MTM96, the Chair of the Finance Committee, Mr. Michel Petit, reported the outcome 
of the 9th Meeting of the Finance Committee, which covered the 1995 year-end report, 1996 
Financing Plan and the 1997 Research Agenda and its Financial Requirements. 
A written report of the Meeting is attached for information. 
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Ninth Meeting of the CGIAR Finance Committee 
The CGlAR Finance Committee he/d its ninth meeting In Jakarta. Indonesia on May 19 1996 
concurrent with the Mid-Term Meeting of the CGIAR. The outcome of the meeting was reported 
by the Finance Committee Cha/r during MTM under agenda item “Repori of the Finance 
Committee” and IS also included in the Summary of Proceedings for MTM96. 
Mrchel Petit (World Bank) charred the meeting with participation by Australia (Robert Clements 
and lain Bevage). Canada (lain MacGillivray), Germany (Jurgen Friedrichsen). IFAD (Abdulmajid 
Slama and Shantanu Mathur), Japan (Kunio Nakamura), the Netherlands iHans Slot) and the 
United Kingdom (Ian Haines. and Robert Carlisle).” Regrets were received from Egypt and India. 
Mr. Robert Bet-tram (USAID) observed the meeting. The Committee met on several occasions 
during the MTM. Some of these sessions were held jointly with TAC and the Center Drrectors 
and were chaired by lsmail Serageldin, Chairman, CGIAR. 
1995 Financial l&port 
The Secretariat presented the draft report on 
1995 CGIAR finances to the Committee. The 
report was made available to the Committee for 
review and comments prior to its publication in 
the summer. The Committee found the report 
vet-y useful in understanding the significant 
changes in the financial environment since 
ICW95. The Committee noted the comments in 
the section on financial compliance and 
expressed its satisfaction that by and large the 
financial practices of the CGIAR Centers were in 
full compliance with generally accepted financial 
standards. The Committee appreciated the 
improved presentation and encouraged the 
Secretariat to continue its efforts. 
1996 Financing Plan 
At the commencement of MTM96, there was 
widespread concern over three interrelated 
developments pertaining to financing of the 1996 
CGIAR Research Agenda. First, the 1996 
Agenda, which required support of $300 million 
as approved at ICW95, would be underfunded 
by some 6 percent, or approximately $20 million, 
while some $47 million in funding remained 
outside of the Agenda in ‘Support of 
complementary programs. Second, the shortfall 
of funding for the Research Agenda was 
unevenly distributed among Centers, placing 
several Centers at serious risk due to insufficient 
funding in 1996. Third, the World Bank’s 
matching contribution was placed in jeopardy as 
a consequence of the shortfall, raising the 
possibility that a refund of part of the Bank’s 
contribution would be required 
To resolve the potential crisis, it was 
determined that two types of actions were 
necessary. Financing actions to close the gap 
and modifying the financing procedures to avoid 
similar problems in the future. 
The Finance Committee’s first objective was 
to addressthe 1996 funding shortfall, in terms of 
how to meet the minimum needs of those 
Centers most severely affected, while remaining 
fair to all Centers. The Centers experiencing 
shortfalls each were requested to provide the 
Committee with relevant information on the 
nature of their funding deficits, the impact this 
had on their financial situation overall, what the 
Center had done to address the problem, and 
what urgent support was required. The Finance 
Committee then assessed the magnitude of the 
financial problems facing each Center. On the 
basis of its assessment, the Committee 
determined that an additional $8 to 9 million in 
funding was required to meet the minimum 
needs of these Centers. 
As a result of actions taken during MTM96, 
the Committee anticipated that 1996 funding 
requirements would be successfully met, and 
those Centers with the largest funding gaps- 
CIAT and ICRISAT, followed by CIMMYT, IITA, 
IRRI, and ISNAR-would be aided. Funds were 
mobilized by Denmark, Japan, France, and 
Australia, with prospects that Spain, Italy, and 
the European Commission would each also 
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provide additional funds. As well, the 
rectassificatron of some $15 million of fundrng 
currently outside of the Research Agenda would 
enable the CGIAR to benefit from the full World 
Bank support of $45 millron rn 1996. Therefore, 
part of the $2.5 million set aside at the start of 
the year as a reserve could also be used to 
satisfy the additional 1996 requirement. 
Modified financing arrangements were 
adopted, after considerable debate in the 
Finance Committee (as well as the Group), to 
remove the remaining impediments and 
disincentives in the existing financing 
arrangements, thereby increasing predictability, 
introducing flexibility, and preserving 
transparency and accountability in the funding of 
the CGIAR Research Agenda. Center 
entrepreneurship was unleashed through the 
decentralization of responsibility for financing 
decisions to Centers and Members, and World 
Bank support was shifted from partial gap filling 
to reinforcing membership support. 1997 will be 
a transitional year toward the full implementation 
of the modified financing arrangements in 1998. 
Annex 1 provides a full account of the proposed 
modifications. It should be noted that the 
Finance Committee had proposed that the model 
presented by the German delegation be adopted 
for allocating Bank.resources in 1997. However, 
this recommendation was not endorsed. The 
following section summarizes the discussions 
held during MTM96 on this topic. 
Discussion 
The extensive discussions of the proposed 
modifications throughout and immediately 
following the conclusion of MTM96 enabled all 
involved parties to discuss the CGIAR’s 
financing arrangements, raise and address 
issues of concern, provide clarification, and 
consider alternative schemes, leading to 
agreement by week’s end on the proposed 
modifications and their implementation. 
There was widespread agreement among 
Members with the objectives motivating the 
Chairman’s proposed modifications to the 
financing arrangements, namely the need to 
remove the remaining Impediments and 
dsincentives in the exrsting financing 
arrangements and to promote Center 
entrepreneurship by decentralizing responsrbilrty 
for financing1 decisrons to Centers and Members. 
in order to increase predictability, introduce 
flexibility, iand preserve transparency and 
accountability in the funding of the CGIAR 
Research Agenda. . 
While removing obstacles in the existing 
financing arrangements, many Members felt the 
proposed modifications had hidden risks. By 
eliminating i:he current incentives for Centers to 
keep programs outside of the Research Agenda, 
the modifications could lead to a gradual, but 
continual broadening of the Research Agenda, 
resulting in a dilution of the “heartland” of the 
CGIAR-long-term research on international 
public goods. 
Members felt that it was vital that the 
integrity of the CGIAR System, its priority setting 
process, and its research be preserved. The 
CGIAR must resist the tendency to become “all 
things to all people” by explicitly defining what it 
does do, and what it does not do, what it stands 
for, and what roles it has. In this way, the very 
heart of the CGIAR-which must be financed 
and which cannot be placed at risk-would be 
identified and protected. 
The Group recognized that the modified 
financing arrangements would require a 
steadfast commitment by Members and Centers 
to withstand the short-term fads and fancies of 
public opinion, to which Members are subject 
and Centers are pressured, in favor of long-term 
public goods research. It was agreed that every 
Member and every Center must do its share to 
maintain the integrity of the Research Agenda 
and the cohesion of the CGIAR, and to resist 
undermining the common effort. 
There was general agreement that the role 
of TAC as an independent guardian of the 
integrity of the CGIAR must be maintained. 
TAC’s central importance in defining the CGIAR 
heartland, and in carefully monitoring its 
implementation and funding, were emphasized. 
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A recommendation was made that, as much 
as possible, Members should provide 
unrestricted support to the Centers, to enable 
Centers to take full advantage of their own 
creativity and entrepreneurship 
Among the questions rarsed were. whether 
the proposed modifications would promote 
competition among the Centers at the expense 
of cooperation, and how this would affect the 
CGIAR System; what additional demands direct 
bilateral negotiations would place on Members; 
how the modified arrangements would reduce 
uncertainty, when Members still have to follow 
their same budget processes at home; how 
Members could continue to earmark funds to 
specific Center programs or ecoregional 
programs, given the new condensed five-column 
matrix. 
The Chairman clarified that the proposed 
modifications simply recognize the reality of 
individual Center-Member negotiations which 
already exist; the new feature is not the direct 
negotiation process, but where the responsibility 
for making judgments on the levels of financing 
expected ultimately rests. This responsibility will 
now shift from the Finance Committee and the 
CGIAR Secretariat to the Centers. He also 
explained that Members can still fund individual 
projects or programs of their choice, and that the 
aggregate five-column matrix was not intended 
to replace a more detailed matrix, but rather to 
be used only in the allocation of World Bank 
funds. 
The importance of the monitoring role 
performed by the CGIAR Secretariat, particularly 
for Members to get a sense of what other 
Members are funding and what parts of the 
Research Agenda remain unfunded, was 
emphasized. 
1997 Research Agenda and its 
Financial Requirements 
The new financing arrangements arising 
from the CGIAR renewal have modified the 
Group’s. financial decision-making cycle. The 
Group reviews and agrees on the research 
agenda for the following year at the Mid-Term 
Meeting (six months earlier than before) and 
approves the resulting financing plan at 
International Centers’ Week. 
Following this new cycle, at Its nrnth meeting 
the Finance Committee reviewed the financial 
requirements of the research agenda proposed 
by TAC for 1997. The Committee based its 
deliberations on two MTM96 documents - The 
1997 CGlAR Research Agenda 
(SDRTTAC: IAR/96/08) and Financial 
Requiremenfs of the 1997 Research Agenda 
(MTM/96/10) - as well as a note prepared by the 
Secretariat on 1997 financing prospects. 
The Finance Committee explored how to 
reconcile the $312 million budget recommended 
by TAC with the preliminary estimate, at $287 
million, of resources expected to be available 
from Members. The Finance Committee 
concluded that the TAC-recommended budget of 
$312 million..should be considered as a program 
target, whereas a budget of $300 million- 
comprised of the $287 million estimate of 
Member funding and approximately $15 million 
in reclassified funds-would be a more realistic 
funding target. 
Members noted the progress made in 
presenting the research agenda matrix, sought 
clarification on how the matrix should be 
interpreted in terms of their financing decisions 
and encouraged TAC to continue further 
development of the matrix. In particular, it would 
be helpful to see the CGIAR activities described 
in a logical framework with goals, objectives, 
milestones and indicators of success. 
Other Items 
The Committee’s deliberations during 
MTM96 primarily focused on addressing 1996 
and 1997 funding issues. Therefore, the 
Finance Committee decided to defer the 
discussion of a note prepared by the CGIAR 
Secretariat on risk management. The Finance 
Committee also met with the Center Directors to 
discuss issues, such as non-agenda programs 
I- 
, 
and their funding, of special Interest to the 
Centers. 
Membership 
The Netherlands and the United Kingdom 
will retire from the Committee, effective ICW96. 
due to the appointment of their representatives 
the Oversight Committee. Their replacements 
will be elected during ICW96 by the various 
membershrp caucuses. 
” 
Next Meeting 
The Committee will hold its next meeting at 
International Centers’ Week in Washington, D.C. 
October 30 to November 3, 1995; it might also 
convene in September, if necessary. The main 
item on the agenda would be the 1997 financing 
plan. 
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Annex 1 
Modifications in CGIAR Financing Arrangements 
Rer Nal Program Reforms 
Financing arrangements were reformed by the Group in 1994 and 1995 under the renewal 
prog jrn to introduce -transparency, accountability, and predrctability in CGIAR funding. Members 
resp ided positively to the changes implemented, and confirmed their intention to fully support the 
Agre d Agenda. As well, some Members also expressed their intention to take on a stabilizing role in the 
System by supporting, through unrestricted funding, less popular but promising research. 
The fina,ncing arrangements in place at the time of MTM96 were characterized by the following 
reforms, developed and implemented during the renewal program: 
. a matrix, to better articulate the Research Agenda for the purposes of program development and 
fi ancing, and to facilitate multiple financing modalities; 
. a project based approach for program prep-aeration, targeted to achieve full transparency by 1997; 
. a financing plan, to secure full financing for programs under the Agreed Agenda, while retaining the 
sovereignty of individual Members to fund the programs of their choice; and 
. ?w decisionmaking cycle, to ensure adequate time between consideration of the Research Agenda 
he Group and decisionmaking regarding its financing by Members, as well as to negotiate full 
ng of the Agreed Agenda. 
Rem. Tg lmpedimenfs to f u/l Efficiency 
Iespite the advances achieved in 1995, it became evident at MTM96 that further fine tuning of 
the fir cing arrangements was required to remove several remaining impediments, which hampered the 
full effe :iveness of the existing arrangements. These impediments included: 
. the oerceived rigidity of the financing arrangements and the restrictive nature of individual Center 
buaget envelopes, which were seen as stifling the entrepreneurship of Centers to seek financing of 
sour d research proposals within the parameters of the Agreed Agenda; 
. the yersistence of disincentives for Centers to seek funding for the Research Agenda from Members, 
due ro the perception that it would result in a loss of funding from the World Bank for the Center 
concerned, once the funding envelopes had been fully subscribed; 
. the perceived lack of clarity regarding the criteria for determining the inclusion of Center activities 
within the Agreed Agenda, and the resulting confusion created among Members and Centers; 
.> 
. the ick of stability in Center funding; 
. the -fusion regarding the responsibility for financial planning at the Center level; and 
the tern with the amount of paperwork generated by the existing allocation process, which was 
pe: ?d as limiting TAC’s capacity to fully engage in the strategic issues of concern to the CGIAR. 
Towarc Qfure: Modifications Proposed 
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Recognition of the obstacles created by these impediments led the Chairman to propcsr 
significant modifications In the exrstrng financing arrangements for the Group’s consideration. At the he 3’- 
of the modifrcatrons proposed was a shift in emphasis from confining Center Initiative through ‘i 
mechanism of a fixed budget en !ope, to promotrng Center entrepreneurshrp by decentrallz - 
responsibility for financing decisions IO Centers and Members. World Bank support would shift fr 1 
partial gap fillrng to rernforcrng membership support. It was felt these measures would remove n 
remarning Impediments and drsrncentives in the existtng financing arrangements, and would incre s 
predictability, introduce flexibility, and preserve transparency and accountability in the funding of h 
CGIAR Research Agenda. 
The modified financing arrangements: allow”flexible planning by Centers to respond to I f 
opportunities; provide incentives to Centers to expand funding for the Agreed Agenda; bring realism 7 
CGIAR planning; and streamline processes and decisionmaking thereby reducing unneces: a 
papework by the Centers and by TAC. Centers were given full responsibility for developing t 1~ 
individual financing plans, subject to TAC’s certification of their proposed activities, thereby decentralizi- 
CGIAR financial planning and basing it squarely on Center projections. World Bank support was shit: ; 
from partial gap filling to reinforcing membership support. A new, albeit small, scheme of grant fund II 
to foster innovation, as well as inter-center collaboration, was to be instituted, to be allocated basec : : 
TAC recommendations. A provision for a systemwide reserve was established. 
At the same time, mechanisms were established to ensure that the process of decentralizct- i 
does not jeopardize the overall priorities of the CGIAR as approved by the Group. Specifically, Ti--,(I 3 
critical role in priority setting and resource allocation was reaffirmed, ;to ensure the continued integriry .f 
the CGIAR System and the pursuit of high value science opportunities. The content of the Cer I 
programs following the development of the their financing plans will Ibe subject to TAC’s certificatic I 
their proposed activities. Members will take on the role, traditionally a’ssumed only by the World Bar ; 
ensuring that individual funding decisions do not compromise high priority activities of the CGIAR Sy tr 
as a whole. 
Distribution of World Bank Funds 
Under the modified financing arrangements, the World Bank will continue to finance 15 percent f ! 
total Research Agenda; however, the allocation of Bank funds will change. A large part (say 12 : 
percent) of the World Bank funds will now be allocated to Centers across the five major C ; ? 
undertakings-as represented on an aggregate matrix of the five undertakings (columns) by si:.r.i ? 
Centers (rows)-on the basis of projections by the Centers of expected support from Member:, e 
remaining 2 to 3 percent would go toward competitive grants and a reserve fund. To avoid unreal1 JC 
projections, the Centers will be required to refund proportionately World Bank funding if their projec d 
support from Members for activities under the five undertakings is not forthcoming. As an addidc YI 
safeguard, the World Bank will disburse its funding to the Centers in two equal tranches, with the seer ;rd 
tranche subject to prior review by the Finance Committee at the MTM. 
There will be a transition period of one year, in 1997, to facilitate the changes in the World Er nk 
allocation being implemented. In 1997, to facilitate special one-time payments by the World Ban* to 
Centers with high levels of Bank support in 1996,’ the percentage of World Bank support to Cente:rs 3n 
the basis of funding secured by Members will be 9 percent, rising to 12 or 13 percent in 1998. 
The modified financing arrangements thus recognize the Centers a.s being intrinsically entrepre, et 
and highly motivated to maintain their status as centers of excellence, where the best science i: :I 
done for the purposes of sustainable agriculture for food security in the developing countrie 
1 Thus, four Centers received 8 to 9 percent of their budgets from the World Bank in 1996. sf -.n 
Centers received 10 to 15 percent, and five Centers received 16 to 23 percent. 
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removing unnecessary barriers, the talents and entrepreneurship of the Centers have been unleashed. 
with Centers proactrvely securing fundrng for their misstons berng supported with World Bank funds 
Clearly, specral efforts must be made by the Centers and Members to ensure the Integrity of the Research 
Agenda and the promotron of Inter-center collaboratron so that the whole System is more than the sum of 
the Centers. 
1997 Financing Arrangements 
1997 will be a transitional year toward the full implementation of the modified financing arrangements 
in 1998. The modifications to be implemented In 19.97 are: decentralization *of the responsibility for 
financial planning to Centers, partial implementation of the changes in the distribution of World Bank 
funding, TAC’s role in certifying the program content of the Center financing plans and the increased role 
of Members in ensuring that high priority activities of the CGIAR System are funded. 
At ICW96, 1997 financing plans, based on Center proposals which have been certified by TAC, will be 
approved by the Group, following their review by the Finance Committee. In 1997, World Bank will 
continue the shift, initiated in 1995, from gap filling toward reinforcing membership support. However, 
those Centers receiving high levels of World Bank funding for gap filling in 1996 will continue to receive 
Bank support for this purpose, albeit at lower levels, in 1997. Such gap filling support by the World Bank 
will be completely phased out in 1998. Accordingly, in 1997, of the 15 percent of the Research Agenda 
the Bank finances, 9 percent will be allocated to Centers on the basis of the support Centers expect to 
receive from Members, 1 percent to competitive grants, and 1 percent to a systemwide reserve. The 
remaining 4 percent will be allocated as a special one-time payment to those Centers with higher than 9 
percent Bank support in 1996. This represents a provision of 80 percent of the total amount provided by 
the Bank for gap filling in 1996 to individual Centers, The Finance Committee will continue to study the 
allocation and may amend it somewhat, but will retain the general thrust of the scheme. 
Box 7: Proposal by the German Delegation 
Mr. Jurgen Friedrichsen presented to the Group the German Delegation’s alternative proposal for the 
allocation of World Bank support, which combined characteristics of both the existing financing 
arrangements and the modifications proposed by the Chairman. The alternate scheme was intended to 
address the concern of how to minimize the adverse affects on program implementation in the event of a 
funding shortfall under the modified financing arrangements proposed. 
Specifically, the German Delegation proposed the World Bank allocation comprise a mix of three 
components: 
. An initial contribution, totaling one-third of the World Banks support, to be allocated in proportion to 
the approved budget for the Research Agenda, as agreed by the Group at MTM. The initial 
contribution would be disbursed in January. 
. An incentive contribution, totaling one-third of the World Banks support, to be allocated in proportion 
to Member support. The incentive contribution would be disbursed in the actual budget year, with an 
adjustment in January of the following year. % 1 
. A balancing or gap filling contribution, totaling one-third of the World Banks support, with preference 
given to systemwide programs and initiatives. This contribution would be distributed in June. 
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1 Box 2: Overview of CGIAR’s Annual Financial Decisionmaking Process and Schedule: 
I 
Setting the Agenda (MTM-May) 
At the Mid-Term Meeting, following interaction with Centers TAC proposes the Research Agenda 
for the following year The Center proposals are based on the research directions agreed upon during a 
triennial consideration of Center Medium Term Plans. (effective 1998 financial year) The Group debates 
TAC’s recommendations and related advice from the Finance Cornmrttee on funding prospects The 
Group endorses the proposed research agenda and the financial allocations. with or without modifrcatron 
Following MTM, the ,Centers and the CGIAR Secretariat solrcrts overall financing indications from 
Members. 
I 
. 
Preparation of Financing Plans (June-September) I 
Centers prepare their individual financing plans for the following year based on specific financing j 
information solicited through bilateral contacts with Members and past trends. World Bank funding is 
included on a percentage basis of funding secured by Centers- 9 percent in 1997 and 12 percent in 1998. 
Confirmation of Program Content (mid-September) 
Centers indicate to TAC and the CGIAR Secretariat the changes in the research agenda 
allocations resulting from interactions with individual Members, and their implications to the program 
content of the research agenda. TAC reviews the program content and highlights any significant changes 
for action by the Group at ICW. 
Review of Financing Plans (end-September and October) 
Following the confirmation of program content by TAC, the Finance Committee reviews Center 
financing plans, including the contribution of the World Bank, for consistency and feasibility, based on 
funding information solicited by the CGIAR Secretariat. ._ ,. 
Approval of the Research Agenda and Financing Plan (ICW-October) 
At ICW, the Group considers the finalized research agenda and financing plan for the following 
year, leading to the Group’s approval of its financing and implementation. 
Disbursement and Implementation (January-December) 
Following approval by the Group at ICW (in the previous year) of the research agenda and 
financing plan, Centers commence implementation of the agenda on January 1 of the current year, and 
Members disburse funds to the Centers. Of the World Bank funds, lhalf are distributed in January. The 
remaining half are disbursed in June, following a review at the MTM by the Finance Committee of updated 
Center financing plans. 
Accountability ( year-end) 
At the end of the year, Centers prepare financial statements showing the use of funds received. 
As well, Centers confirm the use of funds provided by the World Bank and refund any overcommitted 
funds to the Bank. 
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